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Dear Sir or Madam:

We have considered your application for reccgnition of oxemption from Federal
income tax under section S501{c){4) ¢f the Cod: as a sccial walfara
ovganization.

The inforsation submitted shows that vow weve Incorporatad under tha
nanproafit, nonsteck lavs of the stats of N .

Afosvargd im vour Srticles of Ipcorparaticon, Towr purposas dre:

ar  to form o Ccommunity aszociation which will dntevprot, apply.
adeinister, and enforce the covenants, conditions. liens, and charoas

s¢ rrovided for in the daclaraticon concerning [ corcicision;

b} te maintain the privats roads, sheuwldersz, banks, damage ditzhes, road
sigqns for thz banafir of 31l members snd nonmembzrz of [ R
Homeowners® Auscciation;

c}  to maintain and enhince the appearance of tha lzz2l community:
4} to sngadge in community service.

The Declaration of Coverants and Restrictions dsscribe architectnral and
general restrictions for M svibdivision. The Declaration algo indicates
that momberehip shall consist of two {2) classes: Class &2 ~ Owpars of

record of 4 lot in I 2nd Class B ~ Ownurs of racord of specific iots not

io | s rdivision.

Your primary activitien consist of eaintaining the road system within tho
B ;5 gtborhood.  This includes upkesp te the voads thamgelvesz {repaving
potholes, grading, spreading graval), as will as snow reomoval.
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Yonr income 44 derived from annual fae
sccrusd from ao :nt@ra t b&mring chacking a.
insurzncse and the carrying out of the purpos

rhm .o

Sacetion 501{(c: 4t r~y the Code provides for the racognition of riviz lezaune ox
organizations not organized for profit but operated exciusively for the
progotion of sorizxl welfare.

colientsd from pewmbers and intcorast
o zt Expengen ¢©o a’ﬂf af

Section 1.501{c){4}-24{a)i21{i} of the Federal income tarx ragulations grovides
that an orgapizatricon 13 operated sxclusively for the promction »f sosdiald
waelfars if it is priearily engaged in promoting in somz way the comaen good
and waneral welfars of the people of the community. In organizaticn smbraced
within this sacticon is one vhich i cperated tor the purposes of bringing
abouvt civic bettermants and socjal feprovemanis.

Revenns Kuling 72-10Z, 1972-1 €.B. 149, stztes that nconprofit organization
formcd to presgyvs the appearance ot a houzing developmsnt and to maintain
streets. =2idowalke and common areds for use of the rasidente is exempt undor
nection 5014ciiq) of tha Code. Hesbevsghip is raquired of all owners of real
property in the davelopament and azsaseEments are levield to sappert the
crganization’s scvivitios. It wvas held that By maintaining the proparty
norwmally gainfzining the propoerty noraszlly paintained by sunicipal
government, the organirvation scrvad the ooweonh good and gensral welfars of the

peoplie of the sompunity.

vewenue Fuling 74-99, {%74-~1 o 8. (11, medificd Revevnuo kReting 72-102, supra,
ty stating guidelines undar vbich a howmecownnvs 2assocyation could gualify for
aswemption under section 501{ci 1) of the Coda,

Thescs quidelinas are:

1. The organizaticn must serve a "oresunity” which bsars a reasonable,
racogpizable relationship tz 2y area identified as governwantal:

It aust not conduct activitdizs dirgected to the cxterisr maintepance of
vrivate residencss: and

o

3. 7The coressn areas or facilitiesz wust be for the use and enjeyamant of
the public.

‘hig Enling reads ia part:

*3 cowninity within ¢he weaning of soction 501(c) {4} of the Code and the
ragulations ig not simply an aggragation of homeownars bound together in a
structured wvnit formed as an integral part of a plan for th:s development
ot a real estate subdivision and the sals and purchase of homes thersin.
Although an exact delinzation of the boundaries of a "community®
contemplated by secrjon 501{c) {4} is not possible, the tarm as ussd in
that zecticn has traditivnally besn construed as hawving reference to a
geographical unit besaring 4 ressonahle ricognizable relstionship to an
arza ordinarily identified as a goverumen*al subdivigion or a unit or
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Dnz of the porposec of
exewption of homeowrners
interast.

nu2 Puling 74-99 ig to pracliude rocognition of
ion that svsvve a private rather than a public

0. 1=

Baged on the information subaitted and the applicablsz law cited above, wa bave
concluded that you do not gualify for tax-oxsmpt statug as an crganizaticon
degeribad in section 5614c) {4} of thce Code.

In aconrdance with zhis determination you are raquired to file Fadzsral incoms
tax returns. Your attention is called to wection 528 of the Intarnal Revenue
Codas which a qualifying homeowners associations mav alsct tc be trgated as a
tazx axsapt orgapnization. This saction of the Coda asgs include in tha Tax
Refore act ol 1976. If you detarmine that you gualify under section 528 vou
zugt file Form 1120M. 1f vou determine that vou do not qualify under section
528, you wust file corporate tax returns on Form i420.

enfareace

[

Tt you do not arccept sur findings, we recrmmend that yon regunest c
ith 3 mambzr of our Regional Office of Appecis. Your reguest for a
conforence should includs a2 vritten appeal gividg thz facts., Law z2nd any other
informations to suppeort vour position ag gxplained in the enclassd Publication
$92. ¥You will then be contacted to arrange z date for a conforsncas.  The
confzrence mav be hald at the kagional Office or, if vou requast, at any
mutually convenient District Uifice. If we do not hear from you within 30
days of the date of this latter, this detarmination will bacome final.
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Sinc=rely vours,

Pistrict Dirsctor




